
CONNONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE CONNISSION 

In the Matter oft 

CASE NO. 
90-342 

AN ADJUSTMENT OF RATES OF DELTA 1 
NATURAL QAS COMPANY, INC. 1 

O R D E R  

IT IS ORDERED that Delta Natural Gar Company, Inc. (81Delta11) 

rhall file the original and 12 copier of the following information 

with the Commirrion by April 3 1  1991, with a copy to all parties 

of record. Each copy of the data requerted rhould be placed in a 

bound volume with each item tabbed. When a number of rheetr are 

required Lor an item, each rheet rhould be appropriately indexed, 
for example, Item l(a), Sheet 2 of 6. Include with each reaponre 

the name Of the Witne88 who Will be rerponrible for rerponding to 

quertionr relating to the information provided. Careful attention 

rhould be given to copied material to enrure that it is legible. 

Where information requerted herein ha8 been provided along with 

the original application, in the format requerted herein, 

reference may be made to the rpecific location of raid information 
in rerponding to thir information requert. When applicable, the 

information requerted herein rhould be provided for total company 

operationm and jurirdictional operationr, raparately. 

1. Provide a reconciliation between the net invertment rate 

bare and the capitalization for Kentucky jurirdictional operations 

only. Explain the reason8 for tho difference8 in the Kentucky 



jurisdictional rate bare and Kentucky jurisdictional capitali- 

aation and recompute the return on rate barr and oapital provided 

by the requerted rate increaae. 

2 .  Explain the nature of the extenrion agreements diaclored 

in the reaponre to Item 3 of the Commission'r Order of February 6,  

1991. Additionally, provide an explanation as to why the amountr 
associated with there extenrion agrremrntr rhould not be accorded 

the aame rate bare treatment as the customer advancer recorded in 
Account No. 252, 

3 .  Concerning the Trial Balance provided in rerponre to the 

Commission8r November 20, 1990 Order, Item 8, provide an 

explanation of the purpore of the fuel rtock propane. In 

addition, provide the volume of fuel rtock propane on hand am ofr 

a. The teat-year-end! 

b. the end of each month during the teat year$ and 

c. the end of the three previour fiacbl years. 

4. Concerning the rerponre to Item 4 of the Commiarion'r 

Order of February 6, 1991, provide a detailed analyeir of the 

clearing accountr included in the preprymentr am rhown in Exhibit 

A of John Hall's January 11, 1991 profiled tertimony. 

Additionally, provide justification for including clearing account 

amounts in rate baae. 

5. Concerning the rerponre to Item 10 of the Conrmiarion'e 

Order of February 6, 1991, explain the barfa for including 

Cuatomer Depoaita n the computation of the required -rating 

Income of $3,838,314 
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6. Concerning the rerponre to Item 12 of the Comiarion~a 

Order of February 6, 1991, provide the followlngi 

a. The accounting treatment accorded the intereat 

income received from the officer. 

b. The amount of interert income received from the 

officer in the teat year. 

c. A copy of the board minuter where the note war 
approved I 

d. Explain how the 8 percent interert rate ret forth 

in the note war ertablirhed ar the appropriate level of interert 
to be charged on the note outrtanding to the officer$ and 

e. A detailed explanation of the allocation 

methodology, ar well ar the amount. allocated during the teat 

year, related to the note receivable outrtanding to the officer 

and the $1,000 per month that io forgiven the officer. 

7. Concerning the reaponre to Item 13 of the Commission's 

Order of February 6, 1991, provide the date the dividend war 

actually paid to the parent. 

8. Concerning the romponre to Item 14 of the Commiaaionls 

Order of February 6, 1991, provide the followfngr 

a. The accounting treatment accorded the $2,110 in 

revenue received from non-utility property rental. 

b. A copy of the property tax bills for the calendar 

years 1989 and 1990. 

9. Concerning the rerponse to Item 17 of the Commission's 

Order of February 6, 1991, subpart a, provide the teat-year 

expense related to the following categorierr 
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a. Incentives; 

b. Cash rebates; 

c. Venting and piping allowancsa. 

nd , Concerning the reaponse to Item 18, nu p r t a  b, c, I 

of the Commission's Order of February 6, 1991, explain the purpose 

of the leased Tranex line. 

11. Concerning the Tranex lease8 provide a detailed 

breakdown of the revenues received and expenaes incurred during 

the test year relating to the Tranex line. 

12. Concerning the response to Items 23 and 24 of the 

Commission's Order of February 6,  1991, provide the total amount 

allocated to each of Delta's subsidiaries. This total should be 

broken down to reflect the information originally requested in 

Items 23 and 24. 

13. Provide a detailed breakdown of each of Delta's 

officer's total compensation for the test year including base 

salary and all benefits. 

14. Identify each officer of Delta who also performa 

services for any or all of Delta's subsidiaries. In addition, 

deacribe the methodology and amounts of each officers' total 

compensation that was allocated to each subsidiary during the test 

year. 

15. Concerning the response to Item 30 of the Commiesion'e 

Order of February 68 19918 provide the Balance Sheet for the 

Kentucky jurisdictional operations as of June 308 1990 as waa 

originally requeated. 
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16. Concerning Delta'r rerponre to Item 6 of the 

Comminnion'r Order of February 6, 1991, provide the followinpi 

a. 411 workpapern nupporting the payroll dollar8 and 

hoursr 

b. the salary or wage level for each employee or 
employee clarr at both the beginning of the teat year and the end 

of the test year! 

c. the percentage increase for each employee 

classification that occurred during the tent yeart and 

d. a detailed explanation for the difference8 between 

the total payrollm nhown at test-year-end, at June 30, 1990, and 

at July 1, 1990. 

17. In renponre to Item 29 of the Commiraion'a February 6, 

1991 Order, Delta indicated that a number of accounta require 

adjustment to reflect Kentucky jurindictlonal operation8 only. 

Provide a detailed analyais of each account that reguirea ruoh an 

adjustment including the amount of the adjustment neceaaary And 

the justification for the adjuntment. 

. 18. Provide 4 complete detailed breakdown of the uaen of the 

proceeds of the $6,850,000 in Noten Payable outatanding aa Of the 

end of the test year. Additionally, provide a copy of the letter 

of credit that Delta has used to fund thin debt. 

19. Concerning Delta's response to the Attorney General's 

( "AG")  firat data requeat, Item 14, provide all workpapera 

supporting the actual short-term interest rates provided. 

20. In light of Deltala rerponre to Item 14 of the AQ'. 

data requeat, explain why Delta uaed 10 percent (Is its cost firat 
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of rhort-term debt in computing ita oort of capital in John Hall'r 
profiled tortimony, Exhibit 8 .  

21. Provide A detailed analyrir of tho tort-yoar intorort 
expsnre totalling $1,733,672 AI rhown in John Hall'r prorilod 

tertimony, Exhibit D. In Addition, roconcilr thir amount with tho 

amount8 dirclored in Item 2 of the Commirricn'r Novombor 20, 1990 

Order. 

22. Concerning DeltA'M rogulatod and nonrogulatod 

burinesrer, identify all AllOC4tOd cortr, tho portion allccatod to 
each company, complete dOtAilr of tho mothodr of Alloortion And 
jurtification for the amount And tho mothod u r d .  

23. Provide an explanation of how Dolt. accountr for 

intercompany naler or tranrferr of arretr. Includo with thir 

explanation a copy of any polloior or procodiiron ertablirhod by 

Delta to enrure that inappropriate tranrferr or purcharor from an 
affiliate are not made. 

24. Explain Delta'# policy regarding dividond paymontr. 

This explanation #hould include A copy Of any written policy Delta 

has establirhed to BAfOgUArd the Utility'S CrpitAl rtrUCtUr0. 

25.  In response to Item 37 of the Ccmmirrion'm Ordor dated 

February 6, 1991, Delta rhowr 48,815 bill8 in tho "0th.r" rate 

classification. Provide A breakdown of thoro billr by numbor of 

commercial And induetrial bills. 

26. Notice Exhibit D rhowr normalized Ucf volumor for the 

total general nervice rate clarrificaticn. Provide tha normalized 

Hcf rales broken down by rOddOntiA1, commercial, And indurtrial 

curtomern. 
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27. In response to Item 43 of the February 6, 1991 Order, 

Delta stated that its allocation of revenue within rate blocks was 

primarily a factor of meeting market demands. Explain why 

providing declining block rates with greater rate breaks is 

preferable for meeting market demands as OQQOSed to establishing 

different rate schedules for each of the various rate classes, 

sag., residential, commercial, and industrial. 

28. In responre to the February 6, 1991 Order, Delta has 

provided its rnhareholders' report. Pages 5-6 include a disaussion 

of gas learner purchased by Enpro. Provide the date Enpro 

purchased there leares. Also provide the price of the gas 

Supplied to Delta from these leaSeS immediately prior to the 

purchase by Enpro. 

29. In response to Item 43 of the Commission's Order dated 

February 6, 1991, it is stated that, (1) current Interruptible 

volumes at the current Interruptible rates produced an average 

margin of $1.588 per Mcf, and (2) the cost-of-service study 

demonstrated that the fully-allocated rates should produce an 

average margin of $0.893 per Mcf for the Interruptible class. 

Explain fully how each Of these "MrginS" were determined Or 

calculated. Provide supporting WOrkpaQers. 

3 0 .  Provide a complete explanation and an example of the 

QhraSB, "[tlhe difference between the revenues generated by the 

proposed interruptible rate and the revenues suggested by the cost 

of service study were thus credited to the General Services 

class," as stated in response to Item 43 of the Commission's Order 

dated February 6, 1991. 
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31. In response to Item 43 of tho Fobruary 6, 1991 Ordor, 

Delta states that it in proporing to move SO percont in the 
direction of cost-based raten. With reforonco to thir proporal, 
provide workpapers detailing how one-half of tho difforonco 
between the margin for current ratoa and tho margin for fully 
allocated rates for the interruptiblo clarr ($0.3475) war usod to 
determine proposed rates. 

32. Reconcile the difference botweon long-torm dobt at Juno 
30, 1990 shown as $13,014,002 in Dolta's rorponre to tho 

Commission's Order dated November 20, 1990, Itom I and $12,383,977 

in the Direct Testimony of John F. Hall, Exhibit 8.  

33. Reconcile the difference between rhort-torm dobt at Juno 

30, 1990 shown aa $6,850,000 in Delta's rorponro to the 

Commission's Order dated November 20, 1990, Itom 1 and $6,518,393 

in the Direct Testimony of John F. Hall, Exhibit 8. 

34. Reconcile the difference between common equity at June 

30, 1990 shown as $15,369,126 in Delta's rorponse to the 

Commission's Order dated November 20, 1990 and $14,625,110 in the 

Direct Testimony of John F. Hall, Exhibit 8. 

35. Reconcile the difference betweon customor deposits at 

June 30, 1990 shown as $370,115 in Delta's rerponro to tho 
Commission's Order dated November 20, 1990 and $352,198 in the 

Direct Testimony of John F. Hall, Exhibit 8. 

36. Reference the Direct Testimony of John F. Hall, Exhibit 

B. Why has Delta included customer deposits a5 a component of its 

capital structure? Is Delta aware of any other instances whoro 
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the 

utilitylr aapital rtruoture? 

Commirrion ham included curtomrr deporitr am a component o f  a 

37. Reference the Direct Tertimony of John F. Hall. Why ia 

the Federal Energy Regulatory Commlrrion'r benchmark growth rate 

an appropriate rrtinute of the average invertorla growth 

expeatationr for Delta? 

38, Reference the Dirrct Tertimony of John F. Hall. Provide 

an explanation of the derivation o f  the amount o f  the adjurtment 

to the dividend yirld for irrurnce cortr. 

Done at Frankfort, Kentuaky, thir 20th day of Wch, 1991. 

PUBLIC SERVICE COMMISBION 

ATTEST : 


